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Issued by the Auditing Standards Board
CPA A m e r ic a n  In s t i tu te  of C e r t i f ie d  P u b l ic  A c c o u n t a n t s
Supplementary Oil and Gas 
Reserve Information
(This SAS should be read and applied in conjunction with Statement on Audit­
ing Standards No. 27, Supplementary Information Required by the Financial 
Accounting Standards Board.)
1. FASB Statement No. 19, Financial Accounting and Reporting 
by Oil and Gas Producing Companies, requires an entity engaged in 
oil and gas producing activities to include in a complete set of annual 
financial statements disclosure of oil and gas reserve quantities and 
changes in reserve quantities. FASB Statement No. 25, Suspension of 
Certain Accounting Requirements for Oil and Gas Producing Com­
panies, permits the disclosure of such reserve quantities to be made 
as supplementary information accompanying but outside the finan­
cial statements.
2. In documents filed with the Securities and Exchange Commission 
(SEC), Regulation S-X requires that in addition to reserve quanti­
ties and changes therein, the disclosure of oil and gas reserve infor­
mation should include the estimated future net revenues from proved 
oil and gas reserves, the present value of such net revenues and 
changes therein, and a summary of oil and gas activities prepared on 
the basis of reserve recognition accounting. These disclosures may be 
made as supplementary information outside the basic financial state-
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2 Statement on Auditing Standards 
merits, and the provisions of both SAS No. 27 and this SAS apply to 
such disclosures. 1 
3. Estimating oil and gas reserves is a complex process requiring 
the knowledge and experience of a reservoir engineer. In general, the 
quality of the estimate of proved reserves for an individual reservoir 
depends on the availability, completeness, and accuracy of data need-
ed to develop the estimate and on the experience and judgment of 
the reservoir engineer. Estimates of proved reserves inevitably 
change over time as additional data become available and are taken 
into account. The magnitude of changes in these estimates is often 
substantial. Because oil and gas reserve estimates are more imprecise 
than most estimates that are made in preparing financial statements, 
entities are encouraged to explain the imprecise nature of such reserve 
estimates. 
4. In applying the procedures specified in SAS No. 27, the audi-
tor's inquiries should be directed to management's understanding of 
the specific requirements for disclosure of the supplementary oil and 
gas reserve information, including 
a. T h e factors considered in determining the reserve quantity infor-
mation to be reported, such as including in the information 
(1) quantities of all domestic and foreign proved oil and gas 
reserves owned by the entity net of interests of others, ( 2 ) re-
serves attributable to consolidated subsidiaries, ( 3 ) a proportion-
ate share of reserves of investees that are proportionately con-
solidated, and ( 4 ) reserves relating to royalty interests owned. 
b. The separate disclosure of items such as ( 1 ) the entity's share of 
oil and gas produced from royalty interests for which reserve 
quantity information is unavailable, ( 2 ) reserves subject to long-
term agreements with foreign governments or authorities in 
which the entity acts as producer, ( 3 ) the entity's proportional 
interest in reserves of investees accounted for by the equity 
method, ( 4 ) subsequent events, important economic factors, or 
significant uncertainties affecting particular components of the 
I n v iew of the provisions of this paragraph , the fo l lowing footnote is a d d e d to 
p a r a g r a p h 2 of S A S N o . 2 7 : 
T h e provisions of this Statement also apply to supplementary oil and gas reserve 
information required by the Securities and Exchange Commission (see SAS No. 3 3 , 
paragraph 2 ) . 
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reserve quantity information, and ( 5 ) whether the entity's re-
serves are located entirely within its home country. 
c. T h e factors considered in determining the reserve value infor-
mation to be reported in accordance with Regulation S-X. 
5. In addition, the auditor should also apply the following pro-
cedures: 
a. Inquire about whether the person who estimated the entity's 
reserve quantity information has appropriate qualifications. 2 
b. Compare the entity's recent production with its reserve estimates 
for properties that have significant production or significant re-
serve quantities and inquire about disproportionate ratios. 
c. Compare the entity's reserve quantity information with the cor-
responding information used for depletion and amortization, and 
make inquiries when differences exist. 
d. Inquire about the methods and bases used to calculate the re-
serve value information. These inquiries might include matters 
such as whether 
( i ) The prices used to develop future gross revenues from 
estimated production of the proved reserves are compara-
ble to prices received at the end of the entity's fiscal year, 
and whether the calculation of future gross revenues ap-
propriately reflects the terms of sales contracts and applic-
able governmental laws and regulations. 
( i i ) The entity's estimate of the nature and timing of future 
development of the proved reserves and the future rates of 
production are consistent with available development 
plans. 
2 F o r e x a m p l e , t h e Soc ie ty of P e t r o l e u m E n g i n e e r s has p r e p a r e d " S t a n d a r d s P e r -
ta in ing to the E s t i m a t i n g and Audi t ing of Oi l and G a s R e s e r v e I n f o r m a t i o n , " 
w h i c h indica te that a reserve es t imator would normal ly be cons idered to b e 
qual i f ied if he or she ( 1 ) has a m i n i m u m of three years ' prac t i ca l e x p e r i e n c e 
in p e t r o l e u m e n g i n e e r i n g or p e t r o l e u m product ion geology, with at least o n e 
y e a r of such e x p e r i e n c e b e i n g in t h e est imation and evaluat ion of reserve infor-
m a t i o n ; and ( 2 ) e i ther (a) has ob ta ined , from a co l lege or university of recog-
nized s tature , a bache lor ' s or a d v a n c e d degree in p e t r o l e u m engineer ing , geol-
ogy, or o t h e r disc ipl ine of e n g i n e e r i n g or phys ica l s c i e n c e or (b) has r e c e i v e d , 
a n d is mainta in ing in good s tanding, a reg is tered or cert i f ied professional eng i -
neer 's l icense or a regis tered or cert i f ied profess ional geologist 's l i cense , or t h e 
e q u i v a l e n t thereof , f rom an appropr ia te g o v e r n m e n t a l author i ty or profess ional 
organizat ion. 
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( i i i ) The entity's estimates of future development and produc-
tion costs are based on costs prevailing at the end of the 
entity's fiscal year. 
( iv ) The future gross revenues and costs have been appropri-
ately discounted to present value. 
( v ) With respect to full-cost companies, the estimated future 
development costs are consistent with the corresponding 
amounts used for depletion and amortization purposes. 
(v i ) With respect to entities that present a summary of oil and 
gas producing activities and a summary of changes in pres-
ent value of estimated future net revenues, pursuant to 
the requirements of the S E C , the entity has 
(a) prepared and presented the data included in the 
summaries in conformity with the regulations of the 
S E C ; 
(b) included data in the summaries that are consistent 
with related data included in the audited financial 
statements and other supplementary oil and gas re-
serve information; and 
(c) included appropriate explanations in the presenta-
tions. 
e. Inquire about whether the methods and bases for estimating the 
entity's reserve information are documented and whether the 
information is current. 
6. I f the auditor believes that the information may not be presented 
within the applicable guidelines, SAS No. 27 indicates that he ordi-
narily should make additional inquiries. However, because of the 
nature of estimates of oil and gas reserve information, the auditor 
may not be in a position to evaluate the responses to such additional 
inquiries and, thus, will need to report this limitation on the proce-
dures prescribed by professional standards. T h e following is an ex-
ample that illustrates reporting on oil and gas reserve information in 
that event: 
The oil and gas reserve information is not a required part of the basic 
financial statements, and we did not audit and do not express an opin-
ion on such information. However, we have applied certain limited 
procedures prescribed by professional standards that raised doubts 
which we were unable to resolve regarding whether material modi-
fications should be made to the information for it to conform with 
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[(guidelines established by the Financial Accounting Standards 
Board) or (Regulation S-X of the Securities and Exchange Commis-
sion)]. (The auditor should consider including in his report the rea-
son(s) why he was unable to resolve his doubts. For example, the 
auditor may wish to state that the information was estimated by a 
person lacking appropriate qualifications.) 
The Statement entitled Supplementary Oil and Gas Reserve Information 
was adopted by the assenting votes of thirteen members of the board. 
Messrs. Berliner and Thomas dissented. 
Messrs. Berliner and Thomas dissent to issuance of this Statement be-
cause they believe that its effect will be to invite users to conclude, incor-
rectly, that an auditor's involvement with supplementary oil and gas reserve 
estimates, as prescribed by this Statement, adds significantly to the 
credibility of such information. 
The procedures called for by this Statement are limited to (1 ) com-
parisons of certain data underlying oil and gas reserve estimates with other 
data and (2 ) inquiries about the preparation of the information. They 
believe that these procedures do not substantively address oil and gas 
reserve estimates, which are inherently imprecise, highly subjective, and 
beyond the professional competence of auditors to evaluate substan-
tively. A substantive review and evaluation of such estimates would require 
the technical geological and engineering skills of a qualified petroleum 
reservoir engineer. Accordingly, they believe that supplementary oil and 
gas reserve information should be exempted from the requirements of 
SAS 27, other than the obligation to report an omission of the required 
information. 
In addition, they believe that there is no perceived need from knowl-
edgeable investors for independent review of oil and gas reserve quantity 
information. If, however, such a need should arise, a better approach, in 
their opinion, would be for such reviews to be made and reported on by 
qualified petroleum engineers. 
6 Statement on Auditing Standards 
Auditing Standards Board (1979-1980) 
JAMES J . LEISENRING, Chairman 
ROBERT W . BERLINER 
J . FRANK BETTS 
JOHN F . BURKE 
HERMAN O . COLEMAN 
PHILIP E . FESS 
JERRY M . GOTLIEB 
ROBERT MEDNICK 
ALVIN MENTZEL 
JOHN F . MULLARKEY 
ALBERT L . SCHAPS 
JOHN P . THOMAS 
L . EDWARD TUFFLY, JR. 
GLENN M . WALKER 
WAYNE WILLIAMSON 
D . R . CARMICHAEL 
Vice President, Auditing 
MARTIN J . ROSENBLATT 
Practice Fellow, Auditing Standards 
Note : Statements on Auditing Standards are issued by the Auditing Standards 
Board, the senior technical body of the Institute designated to issue pro-
nouncements on auditing matters. Rule 202 of the Institute's Code of Profes-
sional Ethics requires adherence to the applicable generally accepted auditing 
standards promulgated by the Institute. It recognizes Statements on Auditing 
Standards as interpretations of generally accepted auditing standards and 
requires that members be prepared to justify departures from such Statements. 
M058834 
